
4. RAILROADS 

The following special regulations are established in respect to railroads. 

I. When allocating and apportioning income in accordance with the provisions of article 
IV of the Multistate Tax Compact, 24-60-1301, C.R.S. 1973, as amended: 

   A. In General. Where a railroad has income from sources both within and without this 
state, the amount of business income from sources within this state shall be determined 
pursuant to this regulation. In such cases, the first step is to determine what portion of the 
railroad's income constitutes "business" income and which portion constitutes 
"nonbusiness" income under Article IV.1 and Reg. IV.1 thereunder. Nonbusiness income 
is directly allocable to specific states pursuant to the provisions of Article IV.5 to .8, 
inclusive. Business income is apportioned among the states in which the business is 
conducted pursuant to the property, payroll, and sales apportionment factors set forth in 
this regulation. The sum of (1) the items of nonbusiness income directly allocated to this 
state, plus (2) the amount of business income attributable to this state constitutes the 
amount of the taxpayer's entire net income which is subject to tax by this state. 

   B. Business and Nonbusiness Income. For definitions, rules and examples for 
determining business and nonbusiness income, see Reg. IV.1. 

    C. Apportionment of Business Income.

1. The Property Factor. 

             a. In General. The property factor shall be determined in accordance with Reg. 
IV.10 - .12, inclusive, the payroll factor in accordance with Reg. IV.13 - .14, and the 
sales factor in accordance with Reg. IV.15 - .17, inclusive, except as modified in this 
regulation. 

                b. The Denominator and Numerator of the Property Factor. In determining the 
numerator of the property factor, all property except mobile or movable property such as 
passenger cars, freight cars, locomotives, and freight containers which are located within 
and without this state during the income year shall be included in the numerator of the 
property factor in accordance with Article IV.10 -.12, inclusive, and Reg. IV.10 - .12, 
inclusive. Mobile or movable property such as passenger cars, freight cars, locomotives, 
and freight containers which are located within and without this state during the income 
year shall be included in the numerator of the property factor in the ratio which 
"locomotive-miles" and "car-miles" in this state bear to the total everywhere. 

        2. The Payroll Factor. The denominator of the payroll factor is the total 
compensation paid everywhere by the taxpayer during the income year for the production 
of business income. (See Article IV.13 - .14 and Reg. IV.13 - .14) The numerator of the 
payroll factor is the total amount paid in this state during the income year by the taxpayer 
for compensation. With respect to all personnel except enginemen and trainmen 
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performing services on interstate trains, compensation paid to such employees shall be 
included in the numerator as provided in Article IV.13 -.14 and Reg. IV.13 - .14. With 
respect to enginemen and trainmen performing services on interstate trains, compensation 
paid to such employees shall be included in the numerator of the payroll factor in the 
ratio which their services are performed in this state bear to their services performed 
everywhere. Compensation for services performed in this state shall be deemed to be the 
compensation reported or required to be reported by such employees for determination of 
their income tax liability to this state. 

   3. The Sales (Revenue) Factor.

        a.     In General. All revenue derived from transactions and activities in the regular 
course of the trade or business of the taxpayer which produces business income, except 
per diem and mileage charges which are collected by the taxpayer, is included in the 
denominator of the revenue factor. (See Article IV.1 and Reg. IV.1) 

                    The numerator of the revenue factor is the total revenue of the taxpayer in this 
state during the income year. The total revenue of the taxpayer in this state during the 
income year, other than revenue from hauling freight, passengers, mail, and express, shall 
be attributable to this state in accordance with Article IV-.15 - .17 and Reg. IV.15 - .17. 

        b.     Numerator of Sales (Revenue) Factor from Freight, Mail, and Express. The total 
revenue of the taxpayer in this state during the income year for the numerator of the 
revenue factor from hauling freight, mail and express shall be attributable to this state as 
follows: 

               (1) All receipts from shipments which both originate and terminate within this 
state; and 

                    (2) That portion of the receipts from each movement or shipment passing 
through, into, or out of this state is determined by the ratio which the miles traveled by 
such movement or shipment in this state bears to the total miles traveled by such 
movement or shipment from point of origin to destination. 

        c. Numerator of Sales (Revenue) Factor from Passengers. The numerator of the sales 
(revenue) factor shall include: 

                (1) All receipts from the transportation of passengers (including mail and express 
handled in passenger service) which both originate and terminate with this state; and 

                (2) That portion of the receipts from the transportation of interstate passengers 
(including mail and express handled in passenger service) determined by the ratio which 
revenue passenger miles in this state bears to the total everywhere. 

II. When apportioning income in accordance with the provisions of 39-22-303, C.R.S. 
1973, as amended: 



   A. The Property Factor. The numerator and the denominator of the property factor shall 
be determined in the same manner as set forth in part I with the following exceptions: 

   1.     Real property rented by the railroad is valued at eight (8) times the net annual 
rental rate. Tangible personal property rented by the railroad is valued at three (3) times 
the net annual rental rate. 

                2.     The property owned by the railroad may be valued at its original cost or at 
its adjusted basis for federal income tax purposes in accordance with 39-22-303(3), 
C.R.S. 1973, as amended. 

    B. The Sales (Revenue) Factor. The numerator and the denominator of the sales 
(revenue) factor shall be determined in the same manner as set forth in part I. 

 


